Practical implications Offers timely insights for companies using and considering the use of the T V process and/or use of its findings.
the value companies create and reduce for society Introduction
To review KPMG T V methodology it is important to establish its purpose, how it will achieve this, and why and for whom this offers a contribution. KPMG publically launched its True
Value methodology in 2014 through the publication A new vision of value: connecting corporate and societal value creation (KPMG, 2014a) . A message included KPMG G C J Veihmeyer measure, understand and proactively manage the value companies create or reduce for society and the environment as well as for shareholders KPMG a; 4), a purpose the methodology aims to achieve. He goes on to recognise that key drivers of corporate value -revenues, costs and risk are now significantly impacted (materially) by social and environmental externalities a view reaffirmed many times throughout the report and other publications by KPMG (KPMG, 2012; KPMG, 2014a; KPMG, 2014b) . Taken together this evidence is used to justify the development of the True Value methodology to help companies understand the potential impact of the social and environmental externalities which they create on their financial earnings and risk to financial return. It also provides a basis for evaluating the contribution and limitations of the methodology.
The KPMG (2014a) True Value methodology launch report outlines how it aims to achieve its purpose by internalising the net present value of material economic, social and environmental externalities to produce the value of current earnings for the company. The then becomes the subject for management attention and a key aspect that brands KPMG s methodology. Building on an examination of risk to revenues, this method appears to be directed at private sector organisations.
While the lens through which KPMG are viewing risks is the creation and reduction of value for society and the environment, ultimately value considerations are centred on the financial performance of the company and management of material risks which may affect long term financial stability. As such, the True Value methodology .
The methodology is positioned by KPMG as one of a number of initiatives which have been developed in response to what KPMG (2012; 2) call sustainability megaforces which reflect a need to manage the impact of economic activities. KPMG recognise that the contribution of economic activities to megaforces is of such scale and potential influence that corporate responsibility for externalities have become impossible to ignore. This would include, for example, climate change, water scarcity and food security (for all megaforces recognised see KPMG, 2014a; 16 Figure 3 Interconnected systems of social and environmental megaforces 1 ). Their methodology can be distinguished by the impacts they choose to recognise and the importance they place on financially valuing these impact KPMG and potential theoretical framing of their methodology is explored in detail in the next section few section. This section continues by exploring the claims KPMG make.
KPMG claim their True Value methodology is distinct from other current initiatives given its focus on social impacts, not just environmental impacts (see for example the environmental focus of the Natural Capital Coalition), and positive social externalities as well as negative externalities which other similar methods focus on (see for example the Shared Value Initiative which is focused on identifying and addressing social problems manifesting from negative corporate impacts). In total, KPMG (2014a; 36 Table 4 2 ) compare their True Value methodology to eight in terms of measurement and management criteria and KPMG Table 5 3 ). As noted earlier, the requirement for value measurement is a priority for KPMG and one through which it recognises affiliation.
KPMG seek to legitimise the use of their True Value methodology alongside but distinct from these other initiatives on the basis that they are responding to stakeholders growing expectations of corporate social responsibility and accountability and ultimately market demand and developing legislation (See KPMG, 2014; 26 Gibassier and Schaltegger, 2015; Bebbington et al., 2014; Gray, 2010; Gray, 2006; Adams, 2004; Bebbington et al., 2001; Owen et al., 2000; Gray et al., 1997; Bebbington and Thomson, 1996; Gray et al., 1996; Milne, 1996; Gray et al., 1993; Gray, 1990; Owen et al., 1987; Mathews, 1984) .
My findings are divided into three sections. The first section includes a philosophical critique of the True Value methodology, as evidenced throughout the KPMG launch report (KPMG, 2014a 3) and evidence from reports of its producers (those applying the methodology see later). Each step of the application is considered in turn. In conclusion the potential contributions and challenges of the methodology are recognised and points for future research and practice are offered.
Findings Philosophical critique
Truth is founded on two fundamental philosophical questions the answers to which we build theory and practice upon. What can be known? This helps us to establish our ontological position. How can we find out about whatever it is that can be known? This helps us to establish our epistemological proxies. Ultimately, value creation and reduction for KPMG remains purely financial and is determined around views on the earning potential of the corporation.
Research and practice has shown that others, with alternative worldviews, may fundamentally reject that financial valuation can in whole or part be used to represent social impacts. For example, concern has been expressed that the intrinsic value of social and environmental relationships centred on human rights or the value of a life should not be subject to commodification and any attempt at placing an arbitrary financial valuation is inappropriate (See Coulson et al., 2015) .
Other initiatives on reporting social and environmental issues such as the Global Reporting Initiative At numerous points in their introductory text KPMG acknowledge the details of their methodology are provisional and their agenda for change is focused on providing (KPMG, 2014a; 91) . With this in mind, the extent to which the assumptions underpinning the practical calculation of producers are reasoned by KPMG and/or the producers applying the methodology should be careful determined, disclosed and transparent 7 .
Thoughts on theoretical framing
Reflecting on a conceptual home for this methodology is challenging as KPMG s intention to go beyond accounting for externalities is currently unclear. Research on internalisation of externalities is often theoretically framed around why internalisation is necessary and the rational for internalisation is justified by the need for corporate accountability beyond the market and its shareholders (See overviews from Bebbington et al., 2014; Baken, 2004) . KPMG 6 It is noteworthy that KPMG Netherlands have produced their own integrated report (See for example KPMG, 2014c) 7 An investigation of the producer s reports on this basis is considered to be outside the scope of this paper.
argue that a consideration of social and environmental externalities is necessary due to their potential material impact on earnings and risk to financial return. They further propose that the application of the methodology is part of KPMG T methodology is offered as a step towards alignment of corporate and social value creation.
Ultimately, however, the KPMG discretion of the producer.
Those opposing accounting for externalities may argue there is no need to provide additional accounts of externalities as the market mechanism will incorporate what is necessary. For example, the commodification of carbon, an action arguably intended to manage climate change, means emissions are offset and carbon products traded now appear on the balance sheet. Even with a market price accounting for carbon remains the subject of varied practice and theoretical debate. and/ or those of stakeholders. Distinctions on whose value is recognised should then be disclosed along with the results. The degree to which a corporation applying the methodology imposes its own views and, in particular, core values on social and environmental impact to operationalise the tools should be the subject of consideration and future empirical research enquiry.
KPMG recognise their methodology is shaped to suits individual corporate circumstances but follows KPMG, 2014a; 5). This fits with a view of value based on standard utility. A question which emerges from this position is -utility for whom? In the first instance this is a tool for management. This economic rationality reflected by the True Value methodology will be favoured by stakeholders who share the shareholders and investors, others involved in the formal supply chain (some manufacturing, suppliers and customers). In this respect it may be used as an engagement tool with corporate stakeholders but -does it have utility for those who do not share this economic rationality? The question of utility also raises questions -how is the methodology reported and for whom?
Casting a further eye over the nature of producer reports on the application of the methodology, there are a number of different positions evident. Verdantix reporting on behalf of Holcim (parent to 9 Creating accounts based on a holistic notion of sustainability centred on the core values of an organisation and its commitment and relationship to sustainable development. The result may vary considerably. Disclosures may range from economic units to ecological and/or social units and narratives. 10 See GRI https://www.globalreporting.org/Information/about-gri/Pages/default.aspx Ambuja) is distinctive as it claims it represents (Holcim, 2015; 3) Views on the extent to which this is an exercise in social and environmental reporting as a stand-alone or supplementary report are likely to vary considerably and will depend on which theoretical lens is used to examine the report and reporting process and careful consideration of knowledge formed around the methodology and its findings. Further, such an explicit claim against income also raises the question -What is the impact of externalities on the balance sheet? The answer to which could be formed arguably with or without reference to multiple capitals (noted earlier).
A word of caution is offered to those companies applying the methodology and not disclosing its findings in some way. In the US, the attorney general recently pursued disclosure from Peasbody energy for information it had privately collected that was relevant to its shareholders and investors.
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adaptation may affect its business (See Timms, 2016; Krauss, 2015; and Reilly, 2015) . In both cases emphasis is placed on implications of what is known for financial valuation of the company. If this methodology is employed by a company it arguably should be disclosed. The extent to which the corporation could be held accountable to other stakeholders is the subject for further debate and, in part, requires a return to the core values of the corporation and any ethical positioning on engagement recognised or inferred.
The following practical points for consideration are offered with this basis in mind and the opportunities and challenges this brings with it.
Practical points for consideration KPMG (2014a) report outlines the step by step application of their methodology and illustrates its use with reference to three hypothetical businesses: a gold mine in South Africa, a brewery in India and a plastics plant (low-density polyethylene) in the US.
The three step process outlined by KPMG (2014a; 39) is as follows:
1. A by identifying and quantifying its material externalities.
2. Understand future earnings at risk by analysing exposure to the drivers of internalization.
3. Create corporate and societal value by developing business cases that capture value creation opportunities and reduce risk.
At a practical level, the inherent questions within step 1 (if not every step) to true earning are -what to value and -how to put a financial value on an impact value? By including economic value-add (wages and taxes) KPMG are drawing the economic account more widely than the financial account of economic profit (and considering the difference).
Determining and recognising impact is a contentious point and is likely to be the first point open to disagreement. Calculations are justified with reference to well established accounting principles and dependent on internal data availability. Considerable emphasis will be placed on the capabilities of management and financial accounting technologies to capture information and guide valuation. and data (source relevance) are not mutually exclusive and need to be carefully considered (see for example Figge, 2005; Milne, 1996) . These conditions may be exclusively determined by KPMG and/or the company applying the Methodology or involve various stakeholders in knowledge construction.
KPMG stress (KPMG, 2014; 44) . The producer needs to question its fundamental position on its social and environmental relationships and how they create and reduce value. Exploring the co power and influence throughout its supply chain and within the conception of its value chain is important here. Is putting a financial value on all impacts appropriate and morally acceptable? Moving to a multi-lensed approach to evaluating business impact may or may not mean a change in a position on monetization. Stakeholder theory and related research may be useful to consider here.
Conceiving a multiple capitals framework could be helpful at this early stage in the methodology to account it is important whose view of value creation is expressed and how this is formed.
Transparency on whose conception of value is created is important to potential users. The implication of findings for financial capital maintenance and recognition of multiple capitals should I ital/s in its supply chain and value chain is also an important consideration and recommended point of discussion and disclosure here. These relationships can be included with refere core value on engagement and evidence of the engagement process. KMPG T V methodology offers a process to develop a business case to recognise and manage social and environmental impacts. Its focus is on providing help for its producers to put a financial value on the potential risk to future earnings (NPV) posed by current externalities being internalised. The framing of the methodology provides a market driven agenda for change centred on a corporate valuation of impact on society and the environment. Its encouragement to plan for the future is based on 30 year scenarios, encouraging a medium to long term approach, but its return to NPV highlights its use as an early warning system to manage risk. It provides a provisional starting point to recognise a gap between corporate responsibility and that which is currently accounted for. It is at the discretion of its producers to act in pursuit of financial value creation opportunities and reduce adverse environmental and social impacts with moral values in mind.
Primarily this is a tool for financial management by the owners of a company and its shareholders, Unerman and Chapman, 2014; Gray, 2010 ).
An interesting question for further research is what difference does disclosure and transparency of the application of the True Value methodology make with respect to discharging accountability for externalities? In terms of governing the moral economy of risk management at a minimum the producer can be held to account for what they say they are doing or going to do (Power, 2007; 92) . It is important to consider corporate claims made when employing the methodology and the design and application of the methodology employed to substantiate this.
When applying the True Value methodology to scrutinise social and environmental externalities and their potential effect on future earnings the consequence that management action may result in more positive social and environmental impacts may easily become a by-product of risk management rather than an objective. Given recognition of the megaforces of society and the environment, it is on core corporate values and moral reasoning as opposed to economic reasoning that research and practice should arguably centre.
